DE 00-148

NEW ENGLAND POVWER COMPANY
Petition for Authorization and Approval of:

(1) Extension of the Authority to |Issue Not Exceedi ng $300
MI1lion of New Long-Term Debt, Which May Be in the Form of
Bonds, Notes, or Debentures; and
(2) Long-Term Debt Pursuant to One or More Loan Agreenents or

Suppl enental Loan Agreenents in Connection with the Refunding
of $38.5 MIlion of Pollution Control Revenue Bonds

Order Approving Interventions and Procedural Schedul e

ORDER NO 23,552

Sept enber 11, 2000

APPEARANCES: Gal | agher, Call ahan and Gartrell, PA by
Seth L. Shortlidge, Esq. and Geraldine M Zipser, Esg. on
behal f of New Engl and Power Conpany; the O fice of Consuner
Advocate by M chael W Hol nes, Esq. on behalf of Residentia
Uility Consuners; and Larry S. Eckhaus on behalf of the Staff
of the New Hanmpshire Public Utilities Conm ssion

On July 14, 2000, New Engl and Power Conpany?!( NEP or
t he Conpany), a subsidiary of National Gid USA, a registered
public utility holding company system filed a Petition for
Aut hori zation and Approval (Petition)(1l) to extend the tinme to

i ssue new |l ong-term debt from Decenber 31, 2000 to Decenber

31, 2004; to increase the amount of |ong-term debt to be

1

NEP' s primary business is the transm ssion of electric
energy in whol esale quantities to other electric
utilities, principally its distribution affiliates,
including G anite State Electric Conpany, a New Hanpshire
jurisdictional utility, as well as nmunicipal and
cooperative utilities.
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i ssued froman amount not exceeding $100 mlIlion to an anmount
not exceeding $300 million which may be in the form of bonds,
notes, or debentures (Long-Term Debt); and to change the
interest rate ceiling from 250 basis points above the rate for
30-year Treasury Bills to 11% per annum and (2) to issue 15-
year, $38.5 million in long-term debt, at a fixed interest
rate not exceeding 8% or a variable interest rate not
exceeding 11% pursuant to one or nore | oan agreenents or
suppl enental | oan agreenents in connection with the refunding
of certain short-term Pollution Control Revenue Bonds with
long-term Pollution Control Revenue Refundi ng Bonds (PCRRBs).
The Conpany avers that Conm ssion approval, as well as the
approval of the Massachusetts Departnent of Tel ecomruni cations
and Energy, the Connecticut Departnment of Public Utility
Control and the Vernont Public Service Board, nmust be received
by September 28, 2000 or the short-term PCRRBs wi Il be subject
to mandatory tender and the Conpany would | ose the ability to
i ssue $38.5 nmillion tax-exenpt debt through the Connecti cut
Devel opment Authority, thereby increasing interest costs and
t he Conpany’ s overall cost of capital.

On July 21, 2000, NEP filed Exhibit NEP-1,

contai ni ng actual and pro forma bal ance sheet and incone

statenent as of March 31, 2000 and pro forma adjustnments, and
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Exhi bit NEP-2, containing the pre-filed Direct Testinony of
Thomas F. Killeen, Senior Financial Advisor, Treasury Services
Departnent, National Gid USA Services Conpany, Inc.
pertaining to the Petition.

On August 2, 2000, the New Hanpshire Public
Uilities Comm ssion (Comm ssion) issued an Order of Notice
scheduling a pre-hearing conference for August 22, 2000, and
indicated that the filing raised, inter alia, issues related
to (1) whether the request is a nodification of Order No.
22,982 in Docket DR 97-251, Re New Engl and Power, 83 NH PUC
392 (1998) pursuant to RSA 365:28, with regard to (a) the
ampunt of the bonds to be issued to fund “trigger paynments”?
related to purchase power contracts, (b) the maxi numrate of
interest on the proposed | ong-term bonds and debt, and (c)
extension of the tine to i ssue new | ong-term debt, and whet her
such nodification and/or request is consistent with the public
good pursuant to RSA 369:1; (2) whether issuance of the |ong-
term PCRRBs, and the proposed terns and conditions, iIs

consistent with the public good pursuant to RSA 369:1; (3)

2

“Trigger Payments” occur upon certain trigger events such
as assignment of a power purchase agreenent to P&E
CGenerating, termnation of a power purchase agreenent, or
changes to an agreenent resulting in a reduction of the
obl i gati ons under a power purchase agreenent.
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whet her the issuance of short-term PCRRBs in Septenber, 1999
requi red Conm ssion approval; and (4) whether the issues
related to the i ssuance of new |l ong-term debt and | ong-term
PCRRBs shoul d be considered separately.

On August 4, 2000, in anticipation of the pre-
hearing conference and the Conpany’s stated need for an
unappeal abl e order fromthe Comm ssion no | ater than August
29, 2000, staff issued its first set of discovery requests,
whi ch was responded to by NEP on August 15 and 18, 2000.

On August 16, 2000, the Ofice of Consunmer Advocate
(OCA), pursuant to the Inter-Agency Menorandum of
Under st andi ng dated April 28, 2000, notified the Comm ssion of
its intent to participate in the proceedi ng on behal f of
residential utility consumers consistent with RSA 363: 28.
There were no objections to the OCA's intervention, and no
ot her petitions to intervene were received.

On August 22, 2000, a pre-hearing conference was
hel d during which each Party and Staff provided prelimnary
positions with regard to the Petition and any of the issues
set forth in NNH Adm n Rule Puc 203.05(c). After the pre-
hearing conference, the Parties and Staff held a Techni cal
Session. Staff reported to the Comm ssion that the Parties

and Staff agreed to an interim procedural schedule as foll ows:



DE 00-148 -5-

Conmpany Responses to August 24, 2000
Techni cal Session Data Requests

re: PCRRBs

Conmpany Responses to Sept enber 8, 2000

Techni cal Session Data Requests
re: $300 mllion debt

Techni cal Sessi on Sept enber 21, 2000
re: $300 mlIlion debt

On August 28, 2000, the Conpany subnitted a response
to the Comm ssion regarding informati on concerning NEP s
di vestiture and sale of the MIIstone 3 Nuclear Generation
Station (MIIstone) to Dom ni on Resources, Inc., and the
procedures through which the Comm ssion would review such a
sale. NEP believes that the Reconciliation of Contract
Term nation Charge to Granite State El ectric Conpany is the
appropriate means to review the divestiture and the associ at ed
settl enment agreenment. See Re Granite State Electric Conpany,
83 NH PUC 532, 553-554 (1998).

NEP summari zes its request for approval of the Long-
term Debt and PCRRBs. Regarding the Long-Term Debt, NEP

mai ntains that it needs to i ncrease the anbunt from $100

mllion to $300 milIlion because the total trigger paynments of
all remining contracts exceeds $600 m|llion and the buyout
amount for one contract may exceed $100 million. The higher

limt is required in the event nore than one buyout occurs



DE 00- 148 - 6-
si mul taneously. The Conpany al so averred that the proposed
hi gher maxi muminterest rate is required due to market
condi tions.

Wth regard to the $38.5 mIlion of PCRRBs, the
Conpany proposes to issue the bonds on or before Septenber 28,
2000, with a maturity date of October 15, 2015, at either a
fixed or variable rate of interest. The bonds woul d be issued
to the Connecticut Devel opnment Authority (CDA)to retire $38.5
mllion face amount of short-term PCRRBs previously issued on
behal f of NEP in Septenber, 1999 by the CDA. The Conpany
avers that issuance of these bonds would result in an
approxi mately two percentage point reduction in the interest
rate versus conparabl e taxabl e debt.

The OCA expressed concerns regarding the PCRRBS and
t he proposed sale of MIIstone 3; the proposed changes in the
ampunt, termand interest rate of the |long-term debt; and the
application of proceeds and the propriety of their intended
use.

Staff did not take a position at the time of the
pre- hearing conference but suggested that the two financings
be consi dered separately within this proceeding as they were,
essentially, unrelated. Moreover, the PCRRBs require a

Comm ssi on Order by Septenber 28, 2000, while the other bonds
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do not have so immediate a requirenent. Staff al so pointed
out that, while the PCRRB request could have been fil ed any
time after Septenber, 1999, it was not filed until July 14,
2000. Staff also questioned whether the original Pollution
Control Revenue Bonds were short-term bonds or |ong-term bonds
requiring Conm ssion approval in Septenber, 1999. Staff
guestioned the status of other required approvals and the
i npact on Granite State Electric custonmers.

We find the proposed procedural schedule to be
reasonabl e and therefore approve it. W agree with Staff that
the two financings should be considered separately.

Based upon the foregoing, it is hereby

ORDERED, that the interim procedural schedul e as
proposed by the Parties and Staff is hereby adopted, and the
two financings will be considered separately within this
proceedi ng as recommended by Staff. The Parties and Staff
shall notify the Conm ssion of any additional scheduling

requi renents.
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By order of the Public Utilities Conm ssion of New

Hanmpshire this el eventh day of Septenber, 2000.

Douglas L. Patch Susan S. Ceiger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Thomas B. Getz
Executive Director and Secretary



